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OOPE RMAN

lo the Member

Marblehead liading Group LI

New York NY

INDEPENDENT AUDITORS REPORT

\X/c hae audited the accompaning statement of financial condition of Marblehead Frading Group
Ii the Company as of December 2010 that you are filing pursuant to Rule Ti under the

Se unties xchange Act of 1934 This financial statement is the responsibility of the Company

management Our responsibility is to express an OiniOfl on this financial statement based on our audit

conducted our audit in accordance with auditing standards generally accepted in the nited States

of \merica Those standards
require

that we plan and perform the audit to obtain reasonable assurance

about hcthcr the tatemcnt of financial condition is free of material misstatement An audit inLludes

consideration of internal control oi er financial reporting as basis for designing audit procedures that

are appropnate in the circumstances but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control over financial reporting Accordingly we express no

such opinion An audit also includes examining on test basis er idence supporting the amounts and

disclosures in the statement of financial condition assessing
the accounting principles

used and

significant estimates made by management as wril as evaluating the erail statement of financial

condition presentation We believe that our audit of the statement of financial condition provides

reasonable basis for our opinion

In ur opinion the statement of financial condition referred to above presents fairly in all material

respects the financial position of Marblehead rading Group LC as of December 31 2010 in

conformiti with accounting principles generally accepted in the United States of

lebruary 24 2011

LRl lF1111 ACCOITNl \N

Ru RMA ci MPA



MARBLEHEAD TRADING GROUP LLC

Limited Liability Company
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

ASSETS

Cash and cash equivalents
13056

Due from clearing broker 4546972

Furniture fLxturCS and equipment net of accumulated depreciation of $8846 5678

Other assets
10.000

TOTAL ASSETS 4.575.706

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses 12423

Commitmentsand contingencies Note

Members equity
4.563.283

TOTAL LIABILITIES AND MEMBERS EQUITY 4.575.706

See accompanying notes to statement of financial conthtion



MARBLEHEAD TRADING GROUP LLC
Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2010

NOTE ORGANIZATION AND NATURE OF OPERATIONS

Marblehead Trading Group LLC the Company is broker-dealer registered
with

the Securities and Exchange Commission the SEC and is member of the Financial

Industry Regulatory Authority Inc FINRA The Company is wholly owned by

Marblehead Partners L.P the Member and was organized for the purpose of

trading in securities and options for its own account as well as trading in securities

transactions executed on an agency basis on behalf of others The Company does not

trade for any customer accounts

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Instruments

In the normal course of business the Company has short positions and also utilizes

derivative financial instruments in connection with its proprietary trading
activities

These instruments include but are not limited to options Risk arises from the potential

inability of counterparties or exchanges to perform under the terms of the contracts

credit risk and from changes in values of securities market risk lerivative

transactions are subject to varying degrees of market and credit risk The Company

records its derivative activities at market or fair value Gains and losses from derivative

financial instruments are included in net loss from trading in securities in the

statement of operations

Cash and Cash Equivalents

The Company maintains its cash balances with various financial institutions and

considers money market accounts to be cash equivalents Management monitors the

financial condition of such financial institutions

Revenue and Expense Recognition from Securities Transactions

Securities transactions are accounted for on trade-date basis Dividend income and

dividends paid on short sales are recorded on the ex-dividend date interest is

recognized on the accrual basis Net gain or loss from trading in securities consists

primarily
of net realized gains or losses because of the Companys active trading style

Use of Estimates

The preparation of statement of financial condition in conformity with accounting

principles generally accepted in the United States of America GAAP requires

management to make estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosure of contingent assets and liabilities at the date of the

statement of financial condition Actual results could differ from those estimates

Fair \Talue Measurements

GAAP establishes framework for measuring fair value lhat framework provides fair

value hierarchy that prioritizes the inputs to valuation techniques used to measure fair

value The hierarchy gives the highest priority to unadjusted quoted prices in active

markets for identical assets or liabilities Level measurements and the lowest priority

to unobservable inputs Level measurements Categorization within the valuation

hierarchy is based upon the lowest level of input that is significant to the fair value

measurement Valuation techniques used need to maximize the use of observable inputs



MARBLEHEAD TRADING GROUP LLC
Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2010

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Fair Value Measurements Continued

and minimize the use of unobservable inputs Under the standard fair value is defined

as the exit price or the amount that would be received to sell an asset or paid to transfer

liability in an orderly transaction between market participants as of the measurement

date

The three levels of the fair value hierarchy under GAAP are described as follows

Level inputs to the valuation methodology are unadjusted quoted prices
for

identical assets or liabilities in active markets that the Company has the ability to

access

Level inputs to the valuation methodology include quoted prices
for similar

assets or liabilities in active markets quoted prices for identical assets or liabilities

in inactive markets inputs other than quoted prices
that are observable for the

asset or liability and inputs which are derived principally from or corroborated by

observable market data by correlation or other means If the asset or liability has

specified contractual term the Level input must be observable for substantially

the full term of the asset or liability

Level inputs to the valuation methodology are unobservable and significant to the

fair value measurement

Income Taxes

As single-member limited liability company the Company is treated as disregarded

entity for tax purposes The Member reports the Companys income or loss on its

income tax return Each partner of the Member is responsible for reporting income or

loss based on the partners respective
share of the Members revenues and expenses

including those of the Company For this reason the Company records no provision for

income taxes in the accompanying statement of fmancial condition With few

exceptions the Member is no longer subject to local income tax examinations by tax

authorities for
years

before 2007

Uncertain Tax Positions

The Company recognizes and measures its unrecognized tax benefits in accordance

with GAAP Under that guidance the Company assesses the likelihood based on their

technical merit that tax positions will be sustained upon examination based on the

facts circumstances and information available at the end of each period The

measurement of unrecognized tax benefits is adjusted when new mformation is

available or when an event occurs that
requires change



MARBLEHEAD TRADING GROUP LLC
Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2010

NOTE NET CAPITAL REqUIREMENTS

The Company is subject to the SECs Uniform Net Capital Rule SEC Rule 15c3-1
which requires

the maintenance of minimum net capital
and that the ratio of aggregate

indebtedness to net capital both as defined not exceed 15 to Net capital
and

aggregate indebtedness change from day to day At December 31 2010 the Company

had net capital
of approximately $4548000 which exceeded the Companys minimum

net capital requirement of $100000

NOTE CLEARING BROKER ACTIVITIES

From time to time there will be amounts due to the
clearing

broker These amounts

are collateralized by securities owned At times the clearing broker may hold cash that

is due to the Company In those circumstances amounts due from clearing broker

represents funds held by broker pending reinvestment proceeds from securities sold

short and amounts due for unsettled trades These amounts are essentially restricted

when and to the extent they serve as deposits for securities sold short

From time to time the Company will hold positions of securities sold but not yet

purchased Securities sold not yet purchased are recorded as liabilities in the statement

of financial condition and have market risk to the extent that the Company in satisfying

its obligation may have to purchase securities at higher value than that recorded in the

statement of financial condition The value of securities sold short is also collateralized

by the Companys investment in certain marketable securities

In the normal course of business all of the Companys securities transactions money

balances and security positions are transacted with broker The Company is subject to

credit risk to the extent any broker with whom it conducts business may be unable to

fulfill contractual obligations on its behalf The Member monitors the financial

condition of such brokers and does not anticipate any losses from these counterparties

NOTE JOINT BACK OFFICE

The Company has Joint Back Office JBO clearing agreement with Goldman Sachs

Execution Clearing L.P GSEC The agreement allows JBO clearing agreement

participants to receive favorable margin treatment as compared to the full customer

margin requirements of Federal Reserve Regulation of the Board of Governors of the

Federal Reserve System As
part

of this agreement the Company is required to maintain

minimum liquidating equity as defined with GSEC of at least $1000000

NOTE CONCENTRATION OF CREDIT RISK

The Company maintains substantial portion of the its assets at its clearing broker

GSEC


